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AMERICAN WOMAN'S SOCIETY OF CERTIFIED PUBLIC ACCOUNT
How to prepare for 
the CPA Examination
IAS offers an intensive CPA Coaching Course which has 
produced outstanding results. It is available only to com­
petent accountants qualified through training and experi­
ence to prepare for the CPA examination. No attempt is 
made to teach general accounting; the entire course is 
pointed directly at the CPA examination.
• The need for special coaching has been well established 
by innumerable experienced accountants who have floun­
dered in the examination room. They knew how to make 
audits but they didn’t know (1) how to analyze problems 
for the purpose of deciding quickly the exact requirements, 
(2) how to solve problems quickly, (3) how to construct 
definitions acceptable to the examiners, or (4) how to decide 
quickly on proper terminology.
• The IAS-CPA Coaching Course has been designed for   
busy accountants. The home-study method of tutoring is 
ideally suited to CPA examination preparation. Maximum 
use can be made of every available hour.
• The text material consists of 20 substantial loose-leaf 
assignments totaling more than 800 pages. It includes 
hundreds of CPA examination problems and questions, with 
solutions supplemented by elaborate explanations and com­
ments, working sheets, side calculations, and discussions 
of authoritative opinions.
The IAS booklet, "How to 
Prepare for the C. P. A. Ex­
amination,” is available upon 
request. Address your card or 
letter to the Secretary, IAS...
• Written examinations at the end of each assignment 
require solutions to problems of CPA examination calibre. 
These are sent to the school where the grading, including 
personal comments and suggestions, is done by members 
of the IAS Faculty, all of whom are CPA’s. Supplementary 
review material is furnished to those who want to "brush 
up” on specific accounting subjects, at no additional cost.
•
INTERNATIONAL ACCOUNTANTS SOCIETY, INC.
A Correspondence School Since 1903
209 WEST JACKSON BOULEVARD • CHICAGO 6, ILLINOIS
Entered as second-class matter at the Post Office at Chicago, Illinois.
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EDITORIAL
EDITOR’S MAILBOX
We hear that Paula Reinisch, Grand 
Rapids Chapter, has been made an Honorary 
Member of the Mujeres Contadoras de 
Panama (Women Accountants of Panama). 
Congratulations, Paula!
Have you all seen the May, 1956, issue 
of Charm Magazine ? Corinne Childs advises 
us that it contains a two-page article on 
women certified public accountants, “Mak­
ing Good in a Man’s Field—Accounting.”
We would like to offer our congratulations 
to Jennie M. Palen, a past president of 
AWSCPA, on the publication by Prentice- 
Hall of her new book, “Report Writing for 
Accountants.”
SCENIC SEATTLE is percolating prepa­
rations to give you a wide welcome and a 
wholly worthwhile Annual Meeting of 
ASWA and AWSCPA, September 20 to 23.
Recommended without reservations is the 
distinctively Pacific Northwest pre-conven­
tion friendship former: a six-hour salt 
water trip and Indian salmon barbecue 
arranged for Wednesday afternoon, Septem­
ber 19.
It is not too early to plan your itinerary. 
There is much that can be seen and enjoyed 
along your routing and beyond. Seattle 
Chapter is ready to assist with travel and 
trip information. Address all inquiries to: 
Mrs. Mildred I. Johnson, CPA, 7545 44th 
Avenue, N.E., Seattle 5, Washington.
SEE YOU IN SEATTLE
IN SEPTEMBER!!
NOTICE!
Don’t forget to address all mail to your 
editor after June 1 to: c/o Mr. George 
Worswick, 5025 Haverhill, Detroit 24, Mi­
chigan.
IN THIS ISSUE
At the end of this month, the 1955-56 
officers of ASWA wind up a year of accom­
plishment as you will discover in Grace 
Hind’s report in this issue. On another page, 
you will meet the new officers and learn a 
little about your new president. We would 
like to present here the backgrounds of 
your other new officers.
Sue Wegenhoft Briscoe, C.P.A., 1st Vice- 
President, has served our society as direc­
tor, award chairman, and treasurer. Sue 
received her B.B.A. from Baylor University 
and her Master’s degree from Texas Uni­
versity. In 1954, she opened her own office 
in Eagle Lake, Texas. A member of the 
Houston Chapter of ASWA, Sue is a mem­
ber of AWSCPA and was an officer of the 
County Auditor’s Association in Texas from 
October, 1951, until she resigned as Audi­
tor of Colorado County in 1954.
Alma A. Westermann, 2nd Vice-Presi­
dent, has served the society as a director. A 
charter member and past president of Rich- 
(Continued on page 14)
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ASWA—THE YEAR IN REVIEW
By R. GRACE HINDS, C.P.A., National President, 1955-56
Our pledge this year was to continue the 
advancement of the purposes of the Society 
through enlightenment of every member 
about the professional problems encountered 
in a changing world. This pledge was fol­
lowed by the thorough development of the 
theme “New Trends and Techniques in Ac­
counting”, chosen by the 1954-55 National 
Officers, for the 1955-56 Annual Meeting 
held in Richmond, Virginia, October 20-23, 
1955. Our program chairman, Zosia E. 
Stege, requested each chapter to fit the 
theme into its monthly program. She has 
been occupied with the 1955-56 joint chap­
ter meetings, regional conferences and the 
1956-57 annual meeting programs.
Our appreciation is extended to the Offi­
cers and Directors of AWSCPA who have 
worked tirelessly with all of us on our mu­
tual problems. Our affiliation has been 
further strengthened.
“Firsts” have come again to our Society. 
Credit for these firsts must be extended to 
foundations laid by former officers and com­
mittee chairmen who have advanced wom­
en’s opportunities in our field. Our char­
ters are waving in four additional states 
and six cities: Oklahoma City, Oklahoma; 
Waterbury, Connecticut; Fort Wayne, In­
diana; Birmingham, Alabama; Charleston, 
West Virginia; and West Palm Beach, Flor­
ida. All chapters were formed under the 
guidance of our enthusiastic Chapter Devel­
opment Chairman, Carolyn E. Abernethy, 
with the support of several chapter chair­
men. Can we say “56” in ’56?
Public Relations, under the direction of 
Marjorie Mitchell, has been strengthened by 
our participation in the American Account­
ing Association Annual Meeting, the Amer­
ican Institute of Accountants Annual Meet­
ing, the National Federation of Business 
and Professional Women’s Reception for 
Government Career Executives and the 
President’s Conference on Occupational 
Safety. The Board voted to reimburse the 
President’s traveling expenses to joint 
meetings and Public Relations functions.
Nine chapters were visited by your Presi­
dent and several were visited by your Na­
tional Officers, in addition to their attend­
ance and participation in all joint meetings, 
conferences and annual meetings.
In December, each chapter was advised by 
Jane Dickman, ASWA Legislative Chair­
man, that the time had come to pursue the 
problem of non-acceptance of women ac­
countants for employment by the General 
Accounting Office. In February, the Gen­
eral Accounting Office released a booklet 
entitled “Professional Accounting Careers 
Under the Comptroller General, United 
States General Accounting Office” which 
stated that careers were available to men 
and women meeting their high standards. 
Your ASWA and AWSCPA chairmen were 
recently informed that the Sub-Judiciary 
Committee of the United States Senate was 
conducting hearings on the Equal Rights 
Amendment. Telegrams were sent and 
written statements of our 1954 Resolution 
were forwarded.
The Award Chairman, Betty Brown, and 
her six committee chairmen have worked 
diligently over approximately 46 reports 
per month. Suggestions for improved re­
porting and explanations of the rules will 
be available to each chapter chairman early 
in the fiscal year 1956-57.
Education Chairman, Virginia R. Hunt­
ington, conducted a poll of the education 
chairmen to determine chapter activity and 
assistance needed in this field. The re­
sponse was excellent. Each chairman is 
again cautioned that educational sessions 
should include full coverage of a phase of 
the subject selected in order that more than 
a cursory knowledge is acquired.
The National Advisory Chairman, Vivian 
G. Warner, informed the Chapters of the 
method for acquiring pin and membership 
certificates. Also, she presented the A. I. A. 
Technical program and invitation to you.
The “Coordinator”, under the very ca­
pable pen of Doris Parks and assisted by 
Norma Farris, has presented bi-monthly 
news of interest to members and articles 
submitted by your chapters.
Alma Westermann, National Membership 
Chairman, approved more than 360 appli­
cations during a very gratifying year.
The National Board has approved one In­
ternational Associate Member’s application.
The National Board has authorized Alma 
Westermann, your Research Chairman, Mil­
dred Koch, whose problem was a clearer 
definition of the Membership requirements, 
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and Helen Spoerke, By-Laws Chairman, to 
work toward a revision of the By-Laws 
Article III for consideration at the Annual 
Meeting.
The By-Laws Chairman and her commit­
tee have worked diligently and promptly 
for approval of Chapter’s By-Laws and re­
visions.
The National Board has voted to furnish 
each Chapter President with a Chapter Of­
ficer’s Manual on or before September 1st of 
each year.
The Publicity Chairman, Mary Ellen 
Brickner, has assisted the Convention 
Chairmen with press releases and advised 
chapters upon request.
The committee on regions, requested by 
vote of the delegates in Richmond, should 
report to the membership before the Seattle 
Annual Meeting. The appointees are: Helen 
Stocking, Toledo, Chairman; Rosa Gundall, 
New York; Lucille Taylor, Richmond; Dor­
othea Watson, Oklahoma City; Genevieve 
Michel, Seattle; Helen Stearns, Des Moines; 
and Elizabeth Smelker, San Francisco.
The National Secretary, Phoebe Comer, 
and Treasurer, Sue Briscoe, have willingly 
given of their time and talent to adminis­
trative problems.
Last, but far from least, the purposes of 
our Society have been advanced by all chap­
ters through the instigation of new proj­
ects and the continuation of old ones. 
Among such projects were: Participants in 
High School and College career day activi­
ties and Future Accountants of America; 
Study groups in connection with University 
and College Accounting Forums; Chapter 
procedure study courses (one chapter had 
75% membership attendance in a whole day 
session) ; Television and radio programs on 
tax problems; ten and more technical pro­
grams through the year, gratis audits for 
civic and philanthropic organizations, stu­
dent nights; joint meetings with account­
ing organizations; speakers bureaus, etc.
Have you noted that the size of our bi­
monthly magazine “The Woman C.P.A.” has 
been increased by additional pages of tech­
nical material? Credit for this is due Mar­
garet W. Tuma, Editor, who urges all chap­
ters to increase their flow of material to 
the Editor.
Our National Office Supervisor, Beatrice 
Langley, has worked tirelessly with effi­
ciency and courtesy throughout the year on 
all problems and projects for our benefit.
I am very grateful to all the Board Mem­
bers and Committee Chairmen for their 
splendid cooperation and untiring efforts.




Small wonder, if you’re trying to keep 
abreast of day-to-day developments 
by reading all of the material in detail. 
These days, it’s an almost impossible 
task.
There’s an easier way to keep on top 
of Federal income, estate and gift taxes 
—through the newspaper of your pro­
fession. THE TAX BAROMETER 
does an outstanding job of digesting, 
reporting and commenting on every 
development. Best of all, you get it all 
in half an hour of easy reading each 
week—and usually far in advance of 
any other reporting service.
That way, you are fully and promptly 
informed, and you can send your loose­
leaf reference service sheets to file—you 
can use them for the purpose for which 
loose-leaf services are intended—RE­
SEARCH, not reading.
That’s why THE TAX BAROMETER 
is relied upon by almost every top­
flight firm. It brings you—in compact, 
easy-to-read, digest form—EVERY de­
cision of the Tax Court, Circuit Courts, 
District Courts, Court of Claims and 
Supreme Court—EVERY Treasury Re­
lease, Revenue Ruling, I.T., T.D., 
G.C.M., Mimeograph, Regulation, Ac­
quiescence, Appeal, Certiorari and Tax 
Treaty. You get the important news 
weeks . . . sometimes months . . . 
ahead of other tax services.
We UNCONDITIONALLY GUAR­
ANTEE its value to you. Read it for 
three months. If, during that time, 
you’re not satisfied FOR ANY REA­
SON WHATSOEVER, just tell us, and 
we will refund at once every penny 
you paid us!
Mail the GUARANTEED order form 
right now!
The Tax Barometer
444 Madison Avenue, New York 22, N. Y.
MUrray Hill 8-2170
Yes I accept your GUARANTEED OFFER. Send me THE 
TAX BAROMETER on a TRIAL BASIS for three months 
at a cost of only $11.50. It is understood that if at any 
time I am not satisfied FOR ANY REASON WHATSOEVER, 
you will refund the FULL AMOUNT paid, upon request.
 My check is enclosed*   Bill me later




City .............................................. Zone .... State ......................
*If you ENCLOSE your check for the annual subscription 
price of $42 with this order, thus saving us the expense of 
billing, we will send you a complete file of all BACK ISSUES 
and INDICES of Volume 13 of THE TAX BAROMETER (from 
Dec. 1, 1955) ABSOLUTELY FREE, with our compliments. 
Same money-back guarantee applies, of course!
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THE INFLUENCE OF FEDERAL TAXATION
ON ACCOUNTING TECHNIQUES
By JEAN COLAVECCHIO, C.P.A.
This paper was presented by Miss Colavecchio at the Joint Annual Meeting of the 
American Woman’s Society of Certified Public Accountants and the American Society 
of Women Accountants in Richmond, Virginia, on October 23, 1955.
In an article written for The Journal 
of Accountancy some time ago, the late 
Colonel Montgomery remarked, “if anyone 
outside of the profession—governmental or 
private, client or friend—is stronger than 
we are and is able to tell us what to do, is 
able to influence a statement or a report 
against our best judgment, from that mo­
ment the profession will deteriorate.”1
Had I the spiritual power to bridge the 
space that separates us, I would hasten to 
assure Mr. Montgomery that the profession 
has not deteriorated one iota, for I found 
very little information to bolster my belief 
that Federal taxation had a direct and im­
pelling influence on the accounting tech­
niques which we employ today.
I did find ample evidence that others 
shared this belief with me. There were 
a number who held that accounting thought 
preceded legislation and even helped to 
influence it, and I am inclined now to agree. 
In fact, I am inclined now to wonder if there 
is anything really new about accounting as 
we know it today.
Green’s History and Survey of Account­
ing tells us that in ancient Egypt there 
was a system of internal control which re­
quired the checking of one man’s count 
against another’s to prevent thievery. In 
the days before Christ, the Greeks believed 
in published reports of financial administra­
tions, and laws were enacted to that end. 
In the Roman Republic, day books and 
ledgers were required. For the wealthy, a 
form of draft was used similar to the bank 
checks in use today. Banks were under 
the direct supervision of the States. In the 
Roman Empire under Julius Caesar, stock 
companies were organized. Under Augustus, 
budgets were prepared, including a pre­
determination of income by census. Ex­
penditures were restricted to an amount not 
in excess of revenues to preserve the sol­
vency of the state, a technique which is 
almost forgotten today. The charge and 
discharge statement was in use in England 
in the fifteenth century and was also used 
for municipal accounting in Scotland, with 
the Treasurer assuming the responsibilities 
of a fiduciary in the collection and disburse­
ment of city funds. A complete system of 
double entry bookkeeping was in use in 
Genoa as early as the year 1340. Such ac­
counts as Profit and Loss and Capital made 
their appearance at that time. In 1494, 
Luca Paciolo gave us his book on double 
entry bookkeeping, a work which is con­
sidered by many to be the foundation of 
accounting as we know it today. Even in 
those days, he recognized the need for a 
proper inventory to determine profit or loss. 
By the end of the fifteenth century, books 
were closed and profits were calculated on 
an annual basis. Debtor’s and creditor’s 
accounts were used, and merchants were 
provided with prompt reports of assets and 
liabilities.
The accounting literature for the first 
quarter of this century shows that there 
is nothing basically new about our tech­
niques of accounting for net or gross in­
come. The earlier books included explana­
tions of the cash basis, the accrual basis, 
accounting for long-term contracts, inclu­
ding the percentage of completion method, 
accounting for installment sales, deferred 
income, deferred expenses and accruals. All 
of the techniques of valuing inventories, 
including the basic stock—which we know 
as the Lifo principle—were known to 
accountants then. C. P. A. examinations 
from 1900 to 1925 included questions 
on all of these techniques and many others 
which I had believed to be developments 
which had received impetus from the income 
tax laws.
I am sure you won’t find it hard to believe 
that, at this point, I began to see myself as 
one who would go down in history for mak­
ing the shortest speech known to man, one 
of five words only: “There has been no influ­
ence.”
Then I came across a humorous bit con­
tributed by an anonymous writer to The 
Journal of Accountancy which gave me a 
clue to my delusion. The writer said, “Audit­
ing too has undergone a marked change. An 
engagement 20 years ago was more than an 
audit, or the less searching examination: it 
6
was an investigation. There were systems of 
accounting of a kind, but usually we found 
only a system of bookkeeping. Frequently 
the general books were out of balance. The 
public accountant was expected to prepare 
the financial statements in addition to his 
other work. Unless the ratio of current 
assets to current liabilities was better than 
two to one, the fight was on. Prior to the ex­
cess profits tax, such things as bad debts and 
depreciation simply didn’t exist in the minds 
of certain businessmen; reserves for bad 
debts and depreciation were always good for 
a long argument. With the imposition of the 
excess profits tax, however, bad debts grew 
overnight like mushrooms and one wondered 
how buildings and machinery hung together 
in view of the terrific depreciation suddenly 
found to have occurred. Accountants actu­
ally had to put the brakes on. The only prin­
ciple consistently applied was to pay as little 
taxes as possible.”3
I think that is the answer. Congress by 
means of its various income tax laws, did a 
much better job of selling accounting tech­
niques to businessmen than the accountants 
had been able to do. I can’t tell you how pro­
ficient businessmen have become in applying 
these techniques, but in some areas the 
progress, or lack of it, is apparent, and these 
are the ones I would like to talk about today.
Depreciation
If one can believe that anonymous writer 
I just quoted, Federal taxation has had a 
decided influence on acceptance of the fact 
that depreciation is a cost to be reckoned 
with in accounting for income. In my opin­
ion, it has had a poor influence on the accept­
ance of those techniques already developed 
or on the development of new techniques.
A review of the earlier accounting litera­
ture indicates that all of the methods of 
computing depreciation known to us to­
day were known to the accounting profes­
sion many years ago. Questions on all of 
the methods, including the declining balance 
and the sum-of-the-years-digits, appeared 
in C. P. A. examinations in the first quarter 
of this century.
With the exception of the statutory rec­
ognition given the accelerated methods in 
the 1954 Code, there has been no change 
in the deduction for depreciation since the 
early tax laws. Then, as now, a taxpayer 
was permitted a reasonable allowance for 
exhaustion, wear, and tear of property used 
in his trade or business. There was not 
then, nor has there been since, a require­
ment that the allowance had to be computed 
in equal annual installments over the life 
of the asset. Prior to 1934, taxpayers were 
required to record the charge-off on their 
books. Then, as now, adequate records show­
ing cost, depreciation allowed, and all other 
factors affecting the deduction had to be 
maintained.
In a 1911 publication, the techniques of 
accounting for depreciation were described 
as happy-go-lucky, do-as-you-please, and 
wholly intolerable. A 1918 publication tells 
us that the average businessman depreciated 
drastically in the good years and not at all 
in the bad years, and that the determining 
factor in the rate of depreciation, or even 
in the existence of it, was the net income 
from operations.
An article in a 1937 issue of The Journal 
of Accountancy included a comparison of 
the depreciation policies of some of our 
larger companies in the year 1909. This 
comparison showed that one company made 
use of the declining balance method; two 
others charged repairs, replacements, re­
newals, patterns and flasks to operations, 
but made no provision for depreciation; one 
charged a fixed amount to operations each 
year irrespective of changes in plant invest­
ment ; and another stated only that the plant 
had been carefully maintained.
George Terborgh, in his Realistic De­
preciation Policy4, tells us that it is the 
unanimous testimony of students of ac­
counting history that the availability of 
the depreciation deduction for tax purposes 
had a marked effect in rationalizing the 
practices of industry in this field and that 
the recurring question of how much depre­
ciation was allowable directed attention to 
the issues and principles involved and so 
accelerated an evolution of accounting prac­
tice that would have come anyway, but more 
slowly. Other authorities feel that the 
stringent requirements of the Treasury De­
partment had a special influence on the 
development of accounting records.
It cannot be denied that the availability 
of the deduction made businessmen depre­
ciation-conscious, but I am inclined to think 
that the stringent requirements of the 
Bureau from 1934 on retarded the develop­
ment of good accounting records and tech­
niques. Prior to that time, the Bureau had 
taken a liberal view of the methods used 
by industry in computing depreciation and, 
according to some authorities, these meth­
ods had little to commend them from the 
standpoint of realism. In 1934, in an effort 
to correct this situation and to raise ad­
ditional revenue, the Bureau issued T. D. 
4422, which placed the burden of proof 
squarely on the taxpayer. To meet this 
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burden, many taxpayers set up individual 
asset records as the best means of substan­
tiating the depreciation deduction. The 
wrangling over rates which followed T. D. 
4422 forced many of them to revert to, or 
adopt, the group-asset method using average 
straight-line rates.
For many years before the 1954 Code, 
the law and regulations permitted methods 
other than the straight-line, group-asset 
method. Bulletin F made specific mention 
of the declining balance method as one 
which was acceptable for tax purposes. 
Various other techniques, among them the 
interest and annuity methods, the unit of 
production method, the working hours 
method, and the appraisal method, received 
limited sanction from an accounting and 
tax standpoint. I am sure each of these 
methods has had its supporters, but the one 
almost universally in use before 1954 was 
the group-asset method, allocating cost on 
a straight-line basis.
I wouldn’t call this evolution or develop­
ment. I have no quarrel with the group- 
asset method; properly applied, it can pro­
vide a sound basis for the measurement of 
exhaustion and it has merit in its simplicity. 
But it is my belief, and some accounting 
authorities share it with me, that the use 
of this method often leads to the indiscrimi­
nate use of the group as a dumping ground 
for every asset, regardless of characteristics 
or expected service life, depending on the 
whim of the accountant, bookkeeper, or clerk.
The detailed plant ledger was recom­
mended as early as 1915. It has been em­
phasized as the most desirable way to ac­
count for depreciation by many authorities 
since that time. Many of them feel that it 
is no more costly than ordinary accounting 
methods. The U. S. Chamber of Commerce 
has recommended it because it furnishes a 
complete financial performance history of 
each item of property and so serves to guide 
future plant outlays; insures accurate de­
termination of loss or gain on specific as­
sets; simplifies the compiling and checking 
of information for tax returns and annual 
statements; and is invaluable in the event 
of a fire loss.
I believe that, had the item or unit method 
of accounting for depreciation been encour­
aged, we would have today depreciation 
records and techniques which would reflect 
the thinking of an informed management. 
I hope the enthusiasm engendered by the 
1954 Code will create sufficient interest to 
help in the development of good depreciation 
records, so that none of the benefits of the 
accelerated methods may be lost.
Amortization of emergency facilities
Because there has been so much discus­
sion of the techniques of accounting for 
amortization of emergency facilities, I 
would like to touch on this subject a bit, 
although I know it is not of universal in­
terest. Since the deduction for amortization 
is strictly a tax incentive, there is little 
doubt that Federal taxation has had an 
influence on the accounting for it.
During the two major World Wars, and 
in the emergency period starting in 1950, 
these special incentives were granted tax­
payers who constructed or acquired facili­
ties necessary to the war effort or in the 
interests of national defense. Except for 
technical differences, the incentives granted 
during each emergency took the same form 
—the rapid write-off of the cost of the facili­
ties during the period of emergency.
The 1918 Act allowed the amortization 
if a claim was made at the time of filing 
the return. Presumably, no prior certifica­
tion by a governmental authority was re­
quired. During World War II, if a tax­
payer received a Certificate of Necessity 
from the proper authority, he could amortize 
the whole cost over sixty months or over 
the shorter period ending on September 29, 
1945, the day the war was declared officially 
over. In the 1950 provision, the certifying 
authority must make a determination of the 
percentage of the facility which is con­
sidered necessary in the interests of na­
tional defense. As to this percentage, a 
60-month write-off is permitted; as to the 
remainder, only ordinary depreciation will 
be allowed.
There is very little I could find to show 
how the World War I amortization was 
treated in the accounts of the taxpayers. 
However, since the deduction for deprecia­
tion was required to be booked, it undoubt­
edly follows that the facilities acquired dur­
ing that War were completely written off 
during the emergency period.
During World War II, many companies 
followed the practice of charging operations 
with the full amount of amortization allowed 
for tax purposes, with the result that, at 
the end of the War, properties of substantial 
value with good prospects of peace-time use­
fulness were being carried on the books and 
reported for statement purposes at a nomi­
nal or zero value. The Committee on Ac­
counting Procedures of the Institute made 
a study of the problem, taking into con­
sideration the distortion which would result 
if income of subsequent periods was not 
charged with a part of the cost of the facili­
ties which helped to produce that income.
8
The Committee issued Bulletin No. 27, in 
1946, recommending that, where the carry­
ing value was materially less than that 
which was chargeable against future reve­
nues, an adjustment restoring the difference 
should be made. The Committee recom­
mended that the adjustment take into con­
sideration the fact that no depreciation 
deduction would be allowable for tax pur­
poses in the years which followed. The Bul­
letin did not receive general acceptance.
Following the enactment of the 1950 pro­
vision, the Committee issued Bulletin No. 
42, recommending that, for the purpose of 
accounting records and financial statements, 
ordinary depreciation rates should be used 
for the cost of the facility, rather than the 
accelerated rates granted under the Certifi­
cate of Necessity. Many accountants argued 
that, since the certifying authority was per­
mitting the rapid write-off for only a part 
of the facility, this part would probably lose 
its usefulness within the five-year period 
and so should be amortized over that period. 
The Committee felt that this, and other 
considerations, should govern the determi­
nation of value which remained for post­
emergency use and that, if this value was 
expected to be substantial, ordinary depre­
ciation should be used. The Committee rec­
ommended also that a charge be made, dur­
ing the emergency period, for the full 
amount of income taxes which would have 
been payable if ordinary depreciation only 
had been allowed, and that the difference 
between this and the actual tax liability be 
credited to a deferred income tax account. 
Accounting Trends and Techniques5 tells us 
that, of the 600 companies surveyed in 
1953, 60 had emergency facilities and 22 
followed the recommendations of the Com­
mittee. The remainder may, or may not, 
have considered the question of the useful­
ness of the facility for post-emergency use.
Inventory valuation
Federal taxation has had a decided in­
fluence, particularly in some areas, on the 
acceptance of techniques of inventory valua­
tion. The thinking of accountants has not 
changed—if they didn’t like a technique be­
fore it was acceptable for tax purposes, it 
looks as though they didn’t change their 
minds about it even when there was a de­
cided tax benefit.
From a tax standpoint, only three requi­
sites are necessary to make an inventory 
acceptable. The techniques employed in valu­
ing the inventory should represent the best 
practices in the trade or business, they 
should clearly reflect income, and they 
should be applied consistently from year to 
year. Regulations covering the 1924 Act 
said that the rules most commonly used 
which met the requirements were cost, or 
the lower of cost or market. The Regula­
tions covering the 1934 Act clarified the 
application of the cost or market rule by  
requiring that the comparison should be 
made for each item in the inventory. These 
requirements remain unchanged to the pres­
ent time.
Accountants have not agreed that the cost 
or market rule has merit except from the 
standpoint of conservatism. One of the ear­
liest books to which I had access said that 
the rules were arbitrary and, to some ex­
tent, unreasonable, but that they were 
accepted everywhere and bankers looked 
askance at any departure from them. An­
other accounting authority suggests that 
the cost or market rule evolved as the result 
of credit insistence or tax necessities. The 
rule was given support by the Treasury De­
partment in 1917 and its use since that time 
has been considered standard inventory 
practice, but the arguments against it are 
as strong today as they were then.
The Institute’s Committee on Accounting 
Procedure, in its original Bulletin No. 29 
and in its restatement in Bulletin No. 43, 
sanctions the use of the cost or market rule. 
It recommends that, where there is evidence 
that the utility of goods will be less than 
cost, the difference between cost and the net 
realizable value, adjusted for a normal profit 
margin, should be recognized as a loss of 
the current period. It is my understanding 
that the Committee would have preferred a 
term other than “market” to describe the 
rule because it felt that the principle in­
volved was one of “cost or residual useful 
cost” rather than cost or market.
There is still general disagreement that 
the rule should be applied to each item in 
an inventory, rather than to major classifi­
cations, or totals of the inventory. The Com­
mittee has sanctioned the use of any one 
of these, provided income is clearly reflected.
What constitutes cost for inventory valua­
tion has also been the subject of considerable 
discussion. One phase of it in particular, 
that of applying cost on the principle that 
the last goods in are the first to be used, 
has had stronger support and opposition 
than any other rule of accounting. The prin­
ciple is based on the assumption that higher 
costs of purchases result in higher selling 
prices. It is easy to see that, by increasing 
the cost of sales for the current period with 
its corresponding reduction in net profits, 
(Continued on page 12)
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the principle would have a forceful appeal 
for tax purposes. It was recognized for 
a limited number of industries in 1938. In 
1939, the right to use Lifo was extended 
to all taxpayers. A study by the Institute’s 
Research Department published in 1940 
showed that, in the first year it was per­
mitted for all taxpayers, only 21 of the 1333 
companies surveyed had used the Lifo prin­
ciple.
H. T. McAnley6, a strong supporter of 
Lifo, feels that restrictive interpretation by 
the Bureau discouraged many taxpayers 
from adopting it. The Bureau felt that the 
principle would be too difficult to apply to a 
widely diversified inventory. Some account­
ants felt that this difficulty could be resolved 
by using the dollar, rather than inventory 
units, as a measure of the basic stock and 
subsequent changes in it. The use of the 
dollar as a measure is accomplished by con­
verting the closing inventory at current 
cost to opening inventory cost by use of a 
price index. The converted inventory value 
is then compared with the dollar value of 
the opening inventory and any increases or 
decreases are considered quantity changes. 
The dollar method was given retroactive 
approval by the Bureau in 1949, a decision 
which was probably based on the Tax 
Court’s action in permitting the dollar 
method to be applied to the inventory of a 
large department store.
Even today, the Lifo principle has as 
many opponents as supporters in the ac­
counting profession. Those who oppose it 
feel that it takes no cognizance of the 
physical flow of goods; that it is unduly 
conservative; that, where market conditions 
have changed since acquisition of goods, the 
cost figure is not a significant measure 
for balance sheet purposes; and that, if 
replacement cost influences selling prices, 
the use of Lifo is not a proper guide for 
management. Its supporters argue that 
financial reporting need not keep in step 
with the related physical process; that Lifo 
prevents the recognition of paper profits; 
that the matching of current costs with cur­
rent revenues is a better guide to manage­
ment in the establishment of selling prices; 
that it prevents an inflation of earnings in 
periods of rising prices; and that it recog­
nizes economic common sense.
Accounting Trends and Techniques5 tells 
us that, of the 600 companies surveyed in 
1953, 219 did not report the techniques used 
in valuing inventories. Of the remaining 
381, 194 were using Lifo for all or a part 
of their inventories.
There is little doubt that, for those com­
panies which adopted the Lifo principle at 
the start of the inflationary spiral of prices 
in the early forties, a large amount of tax 
dollars has been saved, or at least deferred. 
It would be hard to determine if general 
acceptance was retarded because of restric­
tive Bureau interpretation, failure of ac­
countants to endorse it whole-heartedly, or 
a general uncertainty as to price trends. 
Whatever the cause, the fact remains that 
the slow adoption of Lifo has placed many 
businessmen in the unfavorable position of 
trying to determine new if the high point 
in price levels has been reached and if adop­
tion now would be unfavorable from a tax 
angle.
Income
Federal taxation has had a decided in­
fluence on the techniques of accounting for 
net or gross income. It has not always been 
a good influence, and I think this has 
hindered, rather than helped, the develop­
ment and acceptance of sound accounting 
methods.
The requirement for the use of methods 
which clearly reflect income have remained 
substantially unchanged, even for terminol­
ogy, since the first income tax laws. The 
two methods recognized then and now are 
the cash and accrual methods. Our earliest 
regulations required use of the accrual 
method when inventories were an important 
income-producing factor and there has been 
no change to this day.
Terminology of the earlier statutes gave 
promise that net taxable income would be 
substantially the same as that which re­
sulted from the consistent application of 
sound accounting principles. There was 
early recognition of the techniques of ac­
counting for income from installment sales 
and long-term contracts and, in general, 
income was not taxed in the year of re­
ceipt if, under the accrual method, it was 
properly to be accounted for as of a different 
period. Certain future expenses which re­
lated to income received during the year 
could be deducted; particular reference was 
made in the early regulations to costs of 
redeeming trading stamps and coupons, and 
it may be assumed that similar costs could 
be treated in the same way. The first post­
war income tax legislation, the Revenue Act 
of 1921, covered approximately 100 pages, 
including an elucidation of the law, and it 
was so simply written that no accountant, 
I am sure, would have anticipated any 
trouble in its application if businessmen 
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could be made to realize the importance of 
sound accounting methods.
Although some businessmen, either by 
inadvertence or design, found themselves 
using incorrect methods as late as 1954, on 
the whole, there has been a growing con­
sciousness of the importance of employing 
sound accounting methods from a business, 
as well as a tax standpoint.
The situation would have been ideal. A 
tax law which imposed a tax on net income 
soundly determined; businessmen willing to 
use sound methods; and accountants able to 
interpret the requirements easily—misun­
derstanding should have been held to a 
minimum. Yet as late as 1954, accountants 
were still trying to get a law which recog­
nized sound accounting principles, consist­
ently applied; legislation was necessary to 
stop the inequities which resulted when 
businessmen found themselves using incor­
rect or unfavorable methods; and ten times 
as many pages as were used in 1921 were 
required in 1954 to tell us how to compute 
the income on which the tax is imposed.
What happened, and who is to blame? 
Some have blamed it on court decisions or 
restrictive Bureau interpretation; some 
have blamed it on the practices or malprac­
tices of business, or of the special interests 
seeking privileged tax treatment; and oth­
ers have blamed it on the accountants.
The Bureau and the Courts are responsi­
ble for two of the most important differ­
ences which have developed between busi­
ness income and taxable income. They have 
consistently held that income must be in­
cluded in the year of receipt if it is received 
without restriction as to disposition, use, or 
enjoyment; and that deductions for ex­
penses can only be taken when all of the 
facts which establish the liability have oc­
curred. These, of course, are the differences 
which accountants hoped to correct by secur­
ing enactment of Sections 452 and 462.
Accountants have held that the differ­
ences between tax accounting and business 
accounting revolve about the accrual con­
cept. Part of the confusion which has de­
veloped in this concept has its foundation 
in the difference between the legal and ac­
counting interpretations of the word “ac­
crue”. In an early Board of Tax Appeals 
case, the Board said that in law a right or 
obligation is said to accrue when it becomes 
legally enforceable; while in accounting it 
may be variously used to refer to a right 
or liability fixed in amount, or fixed in all 
respects except amount, or one which runs 
hand in hand with the matter upon which it 
rests; or one which may be reserved in 
anticipation of an event, sometimes certain 
and sometimes uncertain.
There appears to be some confusion also 
in the accountant’s concept of accrual. A 
good example of this is the manner in which 
accountants have variously treated the ac­
crual of real and personal property taxes. 
Accounting Research Bulletin No. 10 tells 
us that, in practice, these taxes have been 
accrued on eight different dates, and good 
reason might have been found for the use 
of any one of them. The Bulletin brings 
out the fact that consistency has been 
considered more important than a strict 
interpretation of the accrual concept. 
Since the Bureau has, as a matter of pol­
icy, considered that a tax accrued only on 
the assessment or lien date, there is little 
wonder that tax accounting has not con­
formed in this respect to business account­
ing.
Businessmen have had some influence on 
the differences which have developed. A 
directive issued by the Commissioner in 
1954 points up one of the practices which 
has caused a difference in accounting for 
business and for taxes. The directive 
charges agents with the duty of closely 
scrutinizing claimed deductions for busi­
ness expenses, and dealing appropriately 
with instances where personal expenses 
are claimed as business deductions. Wil­
liam L. Cary7, a professor of law at Colum­
bia University, decries this practice as 
one of the reasons for the erosion of our 
tax laws. Mr. Cary said that the practice 
of extending special benefits to corporate 
executives, such as cars for personal use, 
executive lunchrooms with meals at cost, 
club memberships, and entertainment and 
expense accounts, is becoming increasingly 
prevalent among corporations today.
There is another area in which business­
men and accountants may be responsible 
jointly for the differences which have de­
veloped. The accountant’s responsibility 
may be limited to his inability to get the 
businessman to accept sound accounting 
techniques when those techniques are not 
accepted for tax purposes. Yet there is an 
indication that a technique, consistently 
applied, has led to tax recognition, if not 
by statute, then by court decision. A good 
example of this is the treatment accorded 
advance subscriptions received by a pub­
lisher who has consistently allocated them 
to the years to which they applied. He has 
been permitted to continue this treatment 
for tax purposes, but one similarly placed 
who tried to change his treatment has been 
prevented from allocating the income to 
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future years. Warehouses have been al­
lowed to reduce gross revenues by the 
costs which may be incurred when goods 
are moved out of storage, but only if the 
treatment was consistently applied over 
a long period.
The profession has made repeated at­
tempts to bring changes in tax legislation 
which would conform the concept of tax­
able net income to that of accounting or 
business income. I am sure that no part 
of the 1954 Code was hailed with greater 
enthusiasm as accomplishing this aim than 
that which related to Sections 452 and 
462. Yet official objection was registered 
to a Treasury Department requirement 
that estimated expenses be recorded on the 
books. How can we logically object to the 
application of these principles to the ac­
counting concept of income in the light of 
our long fight to secure recognition of 
them for tax purposes?
In an earlier volume of the Law of Fed­
eral Taxation8, Mertens said that the dif­
ficulty with the theorists who hold that 
the taxing statute depends on accounting 
principles is the lack of agreement as to 
what are accepted accounting principles 
and that the courts have accepted the 
theory only to the extent that the princi­
ples are shown to be reasonably well set­
tled.
Maybe, in the words of that anonymous 
writer, it is time again for accountants 
to put the brakes on, and to review the 
practices which have led to all this mis­
understanding.
In the Practitioner’s Forum of The Jour­
nal of Accountancy for May, 1955, Dixon 
Fagerberg9 remarked that he had not met 
any accountant who wanted to have the 
word REFORMER tattooed on his chest. 
I wouldn’t have you believe that I have 
developed that kind of courage, either. 
But I can’t help feeling that there is an 
urgent need for the clarification of the 
principles and techniques of accounting 
for net income or any part of it, so that 
they may be understood and accepted by 
all—accountants, businessmen, the taxing 
authorities, and the Courts. We should do 
a better job in impressing businessmen 
with the soundness and desirability of 
our principles and techniques, irrespective 
of tax considerations. Only then can we 
show that we truly believe in the things 
we hold to be sound. I feel that, if we do 
the right job, we will be able to make our 
influence felt on the tax laws, and so may 
release some of the energy we now use 
worrying about tax effect, and direct it 
to the development of principles and tech­
niques which will be good for good busi­
ness.
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ANOTHER ONE!
ASWA welcomes another new chapter. 
This one is West Palm Beach, Florida. 
Congratulations to those that got you 
started, and a hearty welcome to our new 
members.
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THE SECOND HOOVER COMMISSION 
REPORT—A BRIEF SUMMARY
By CORINNE CHILDS, CPA, President, AWSCPA
At the invitation of the General Chair­
man of the Citizens Committee for The 
Hoover Report, and upon recommendation 
of the AWSCPA Executive Committee, I 
attended a meeting of leaders of prominent 
women’s organizations in New York on 
February 27, 1956. Much of the day was 
devoted to an explanation of the Second 
Hoover Commission Reports and of the 
progress made thus far in implementing 
the 19 task force reports.
These reports are interesting and full of 
useful information. As accountants and as 
citizens we can be particularly interested 
in them. Supporters of the recommenda­
tions, outlined in the 19 task force reports 
issued by the Commission, are not con­
cerned with political allegiances—they are 
sincerely interested in better government 
at a substantial savings over present costs.
The estimated savings of $5 billion a 
year from the full adoption of the 314 
recommendations means a savings of $15 
million per day, which in turn means a 
savings of $630,000 per hour—and that is 
equivalent to $100 per average American 
family per year.
The formal name “Commission on Organ­
ization of the Executive Branch of the Gov­
ernment” being too long for repeated use, 
references are usually made to the first and 
second Hoover Commissions.
The first Commission was created by Con­
gress on July 7, 1947, and was concerned 
chiefly with the reorganization of depart­
ments and agencies and their relations with 
each other. Approximately 70% of the 
recommendations made by the first Com­
mission were adopted over a 6-year period, 
with a savings to taxpayers of $1.3 billion 
per year. It is difficult to explain this 
savings in terms of benefits to taxpayers 
because of the intervention of the Korean 
war and the “cold war” and the resultant 
budget increases. However, Mr. Hoover, 
who served as Chairman of each Commis­
sion, has said that savings of $150 millions 
a year were effected by the General Ser­
vices Administration alone.
The second Commission, established by 
Public Law 108 of the 83rd Congress and 
approved by the President on July 10, 1953, 
dealt extensively with functional organiza­
tion and with questions of policy.
The Commission was composed of 12 
members appointed without regard to po­
litical affiliation. We may be assured that 
the recommendations of the Commission re­
flect an attitude of “better government at 
a better price.”
Their intensive study of our government’s 
executive branch was completed over a 
2-year period. Many of the detailed stud­
ies were made by “task forces” of leading 
professional men (many well-known CPA’s 
served as members of the task forces and 
two served as chairmen) and executives. 
The names of the task force members are 
as impressive as those of the Commission 
members and are indicative of the thorough­
ness with which the various departments 
and agencies were studied and analyzed.
Each of the 19 task force reports is un­
doubtedly worthy of complete analysis and 
discussion, but the following summary will 
alert the reader to the coverage of the re­
ports and some interesting facts revealed 
in them.
Personnel and Civil Service—proposals for 
improving the administration of the gov­
ernment’s personnel system to reduce em­
ployee turnover and to make for more effi­
cient utilization of government workers; 
estimated direct savings—$48.5 millions a 
year.
Paperwork Management (Part I)—Federal 
government found to handle more than 25 
billion pieces of paper a year, exclusive of 
technical manuals, pamphlets, etc.; esti­
mated savings from elimination of dupli­
cation, more efficient correspondence meth­
ods, etc. were $255 millions per year.
Federal Medical Services—wastes in hos­
pital construction, operational services, dis­
ability allowances, etc. were noted and 29 
recommendations made with estimated sav­
ings of $290 millions a year.
Lending Agencies—104 government agen­
cies are in the loan business, frequently 
loaning money at a lower rate of interest 
than is paid to borrow the money for lend­
ing; estimated annual savings $200 million 
from 48 recommendations made.
Transportation—21 recommendations made 
to cover policy and ways to improve effi­
ciency with annual savings of $151 millions. 
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Legal Services and Procedures—52 recom­
mendations directed toward re-establish­
ment of constitutional procedures and in­
creased efficiency with no estimate of sav­
ings (accountants will be particularly inter­
ested in the recommendation for the crea­
tion of an Administrative Court with three 
separate sections, namely, taxation, trade 
regulations, and labor relations; and the 
creation of a career legal service for all at­
torneys in the executive branch of our gov­
ernment) .
Surplus Property—23 recommendations, in­
cluding preventive measures to keep from 
piling up surplus and for more effective use 
and disposal, with estimated annual savings 
of $2 billion for the first 4 years and $1 
billion annually thereafter. (Note: One 
cent received on each dollar cost of govern­
ment surplus property sold would yield $20 
million yearly.)
Food and Clothing—4 recommendations 
made, which were principally concerned 
with procurement of food and clothing for 
the Armed Forces, with estimated annual 
savings of $340 million. (Task Force re­
port indicates there is still 10.6 years’ sup­
ply of WAC wool serge uniforms that were 
purchased during World War II and a 
Brooklyn stock card shows 100 years’ sup­
ply of WAVES hats.)
Business Enterprises—22 recommendations 
made to eliminate government competition 
with private enterprises, principally in the 
military services; no specific savings esti­
mate made but business would benefit im­
measureably from this.
Depot Utilization — 2 recommendations 
made for elimination of excess storage space 
and of duplication of waste in storage facili­
ties with estimated annual savings of $253 
millions.
Research and Development in Government— 
report indicates 29 different government 
agencies for research and development 
spend $2.4 billion. Recommendations made 
for greater efficiency as well as some econ­
omy in these programs.
Overseas Economic Operations—Recommen­
dations made for coordination of adminis­
trative activities, prevention of waste, and 
some reduction of grants with estimated 
annual savings of $360 millions in adminis­
trative expenses.
Real Property Management—Federal gov­
ernment owns 838 million acres through 27 
agencies and all of this property is exempt 
from state and local taxation—13 recom­
mendations made would save approximately 
$185 million annually and also return more 
than $1 billion to the United States Treas­
ury.
Budget and Accounting—25 recommenda­
tions made “for the further development of 
what is good and the elimination of defi­
ciencies.” The recommendations, all of par­
ticular interest to accountants, point up the 
need for control of Department spending 
and for the power to insist on efficient man­
agement in spending agencies. Savings 
which could result from recommendations 
were estimated at $4 billion per annum, but 
this estimate includes some duplication of 
estimates in other task force reports.
Business Organization of Department of 
Defense—19 recommendations made with 
estimated annual savings of $2 billion as a 
result of improved organization. The re­
port revealed that there are probably more 
than 2,500 Government-owned commercial­
type activities competitive with private en­
terprise in the Department of Defense 
alone.
Intelligence Activities—No savings esti­
mates made but report reveals need for bet­
ter coordination and controls.
Water Resources and Power—15 recommen­
dations made in report which is concerned 
with the question of equitable use in terms 
of various needs, public vs. private develop­
ment, tax-free government operation of re­
sources vs. taxpaying private operation. No 
savings estimate.
Paperwork Management (Part II)—4- 
month experiment conducted by Task Force, 
industry, and Government agencies resulted 
in cutting report costs to Government by 
$5.1 million. Report recommends that 
proper agencies go to work, by Presidential 
directive, to reduce the expensive nuisance 
of various questionnaires and reports re­
quired from business and individuals by the 
Federal government. Total annual savings 
estimated at $33 million.
Final Report to Congress—summarizes the 
314 recommendations based on the Commis­
sion’s inquiry into the 17 functional activi­
ties of the Executive Branch. Reveals that 
60 of the 64 executive agencies were studied 
and that those 60 agencies account for over 
95% of the Executive Branch’s expendi­
tures. This report recommends that the 
President direct as many as 33 of the agen­
cies in his branch to report to some indi­
vidual in the Executive Branch, who has 
been designated by him to receive such re­
ports. Report indicates that the President 
has the unavoidable direct responsibility 
for the activities of the remaining 31 agen­
cies in his branch of the government.
(Continued on page 17)
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TAX NEWS
By LOUISE A. SALLMANN, C. P. A., Oakland, California
Now that we have all had the opportu­
nity to relax and spend the fruits of our 
labors during the past three and one half 
months, no one, but no one, is at all in­
terested in “Tax News”—including the 
promulgators of same. ’Tis true, minor 
legislative attempts to add to or subtract 
from the existing code have been made but 
at the date of this writing the only legis­
lation of any importance has been the 
continuance of the corporation normal tax 
at 30% with the over-all rate at 52% for 
another year. Some consideration was 
given to the proposed Fulbright amend­
ment which would effect a lower tax to 
smaller corporations and an increase to 
larger ones. However, Congress felt that 
there was insufficient time to properly re­
view this proposal and until April 1, 1957 
we will continue to compute corporate 
taxes under the existing rates.
There have been a few interesting tax 
court cases. One, in particular, strikes 
your editor’s fancy because two prominent 
California Certified Public Accountants 
have recently returned from African Sa­
faris, that is, just before the start of the 
tax season. It is the case of Sanitary Farms 
Dairy, 25 TC No. 58. Mr. Brock, of said 
company, was the outdoorsy type and quite 
frequently engaged in hunting activity, 
feeding the results to customers actual 
and potential. The dairy sponsored his 
trip to Africa at a cost of $16,818.16, 
thereby gaining a good deal of free pub­
licity from newspaper reports of details 
of the trip and news of the hunt. Sanitary 
Dairy was allowed the deduction and Mr. 
Brock was not required to report the cost 
of the trip as income. They say it pays 
to advertise!
Devotees of TV will appreciate George 
Wright’s tax problem. He is a 14-year-old 
winner of a $100,000 TV quiz prize. The 
following circumstances have not as yet 
become the subject of a tax court case but 
they certainly may provide all the proper 
ingredients. It seems that young George 
proposed filing as head of household— 
paying over half the cost of maintaining 
his family’s household, and claiming his 
mother, brother and sister as dependents 
by furnishing more than half their sup­
port. His father plans to file a separate 
return, claiming no dependents. The ques­
tion is, may George get the dependency 
exemption although someone else has a 
legal duty to support the persons for whom 
he is furnishing over half the support?
Prentice-Hall’s answer is a “confident 
yes.” Say they, before the Income Tax Act 
of 1944 there was an exemption for each 
person “dependent upon and receiving his 
chief support from the taxpayer.” The 
phrase “dependent upon” implied a neces­
sary legal dependency relationship. But 
in the 1944 Act and subsequent Acts there 
is no trace of the words “dependent upon,” 
the test is a matter of relationship and 
support as well as taxable income of the 
dependent.
Incidentally, the tax saving to George 
amounts to $8,168.
(Continued from page 16)
Conclusion
The Final Report states that it is impos­
sible, because of the overlapping of task 
force estimates, to make an accurate total 
of the probable savings. However, the Re­
port does state that “there are enough pos­
sible savings left to enable the balancing 
of the budget and reduction of taxes.” It 
is the latter—“reduction of taxes”—which 
is the stimulus for interest by citizens’ 
groups throughout the United States. It 
is only through an awakened interest by us, 
as taxpayers and citizens, that many of 
these recommendations can become effective.
Mrs. India Edwards, in stating her desire 
for the implementation of the report, 
pointed out that, “there is no political sex 
appeal in government reorganization.” How­
ever, she and others, regardless of political 
affiliation, stress the need for keeping in­
formed on the subject, discussing it with 
friends, stimulating organizational interest 
in it, and expressing our thoughts on the 
problem to those who represent us in the 
national government.
You can obtain further detailed informa­
tion on the various phases of the reports, 
or any specific report in which you may be 
interested, by contacting The Citizens Com­
mittee for the Hoover Reports, 441 Lex­
ington Avenue, New York 17, New York.
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IDEA EXCHANGE
By MILDRED SWEM, Los Angeles, California
Worried about pounds?
Are you worried about pounds—not the 
kind that are composed of calories, but the 
kind that are composed of shillings and 
pence ?
You never know when you will be called 
upon to convert pounds into dollars or com­
pute percentages or add or subtract pounds, 
shillings and pence.
From school you probably remember that 
there are twelve pence to a shilling and 
twenty shillings to a pound. You can usu­
ally find the official rate of exchange on the 
financial pages of the newspaper. Even with 
this information, it is difficult to make any 
computation until the shillings and pence 
are converted into decimals with which we 
are familiar. The decimal equivalent for 
shillings and pence may be set forth in a 





















The following addition in pounds, shil­
lings and pence can be converted to decimals 
and added in the usual manner, then recon­
verted to pounds, shillings and pence if 
necessary:
£ 14.19.11 14.996
2. 2. 2 2.108
17.104 £ 17. 2. 1
—Lurena Deutsch, Los Angeles
Computing percentage by adding
Have you ever wished that your adding 
machine would do multiplication and divi­
sion? Here is one way your adding ma­
chine can serve as a calculator.
If you are repeatedly using a number as 
a divisor, such as in computing percent­
ages based on sales, prepare a multiplica­
tion table on the adding machine. Follow­
ing is an example of such a table; the 





















By referring to the table, you can de­
termine quickly how many times the num­
ber 819 will go into any other number. 
For example, if you wish to divide 819 
into 3347, you will see quickly that it goes 
four times (3276). The laborious task of 
multiplication is eliminated, and there 
need be no trial and error in division.
—Doris Parks, C.P.A., Seattle
(Continued from page 5)
In closing may I add the wish that each 
Chapter will reward the 1956-57 officers, 
Marguerite Gibb and her committees with 
a large delegation in Seattle, beginning with 
preconvention activities September 19th and 
ending September 23rd.
The untiring efforts of each hostess chap­
ter to bring friendship, hospitality and ex­
cellent programs to those in attendance at 
all these meetings is deeply appreciated.
It has been a privilege and pleasure to 
serve as your President for 1955-56. The 
many hours in this service, friendships ac­
quired through the chapters visited, and 
experience gained are immeasurable.
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AMERICAN SOCIETY OF WOMEN ACCOUNTANTS 
affiliated with
American Woman’s Society of Certified Public Accountants
May 1, 1956
Dear ASWA Member:
You are hereby notified that the regular Annual Meeting of the American Society of Woman Account­
ants will be held Saturday, September 22, 1956, at 9:00 A. M., at the Hotel Benjamin Franklin, Seattle, 
Washington.
In accordance with Article X, Section 1, of the Bylaws, the Annual Meeting of this Society shall be 
held at a time and place decided upon by the Board of Directors, provided, however, that notice of such 
meeting shall have been sent to the membership or published in the official publication of the Society at 
least thirty days prior to the date set for the meeting.
In accordance with Section 3 of the same Article, each Chapter shall be entitled to delegates in person 
or by proxy to an in-person meeting as follows: One delegate at large; one additional delegate for the first 
25 members or less; and one additional delegate for each 25 additional members based on the official mem­
bership of the Chapter as of the preceding June 30th. Each Chapter shall have an alternate for each allow­
able delegate, such alternate to substitute for any delegate who is unable to be present. Quorum shall consist 
of majority of chartered Chapters represented by delegates or proxies. One delegate may carry all the 
votes of her Chapter, if her Chapter votes for her to do so. Any Chapter represented by delegates may 
carry proxies of one other Chapter. Any regular member in good standing may be named as a delegate.
Credentials in duplicate will be sent to each Chapter to be filled out and signed by the Chapter Presi­
dent and Chapter Secretary for each Chapter delegate. Detailed instructions will be sent to the Chapters 
with the credentials.
In order to insure representation, the original credentials must be brought to the Annual Meeting by 
the delegates; the duplicate credentials must be mailed to the National Secretary before September 1.
Sincerely yours,
PHOEBE B. COMER
National Secretary, ASWA, 1955-56 
1133 N. Grant Avenue 
Indianapolis, Indiana
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